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through	 2006	were	 nondischargeable.	The	 court	 held	 that	 the	
three	year	period	would	be	extended	for	only	the	periods,	plus	90	
days,	where	the	automatic	stay	was	imposed.	The	IRS	also	sought	







legitimate	financial	difficulties.	In re Acker, 2010-2 U.S. Tax Cas. 

















 DISCHARGE. In a Chief Counsel Notice, the IRS discusses 
the	 dischargeability	 in	 bankruptcy	 of	 taxes	 for	which	 a	 return	
was	not	filed	until	after	an	assessment	was	made.	The	IRS	noted	
that	returns	filed	after	an	assessment	do	not	qualify	as	returns	for	
bankruptcy	purposes	 because	 the	 return	 serves	 no	 tax	purpose.	
The	IRS	noted	one	contrary	opinion,	In re Colsen , 446 F.3d 836 



























 9	 See	 4	Harl,	Agricultural Law	 §	 	 29.02[8][h]	 (2010);	Harl,	




Agricultural Law Manual	§		4.03[4][a]	(2010);	1	Harl,	Farm Income 
Tax Manual	§		3.01[3][c][ii]	(2010	ed.).
 12	I.R.C.	§		280F(d)(4).









 18	I.R.C.	§	 	39.	See	4	Harl,	Agricultural Law	§	 	32.02	(2010);	




 21	 	 7	 Harl,	Agricultural Law	 §	 	 56.02[1][a]	 (2010);	 Harl,	













standards	and	grading	procedures	need	to	be	changed.	75 Fed. Reg. 
56911 (Sept. 17, 2010).
 RICE. The	GIPSA	 has	 announced	 that	 it	 is	 reviewing	 the	
United	States	Standards	and	grading	procedures	for	Rough	Rice,	
Brown	Rice	for	Processing,	and	Milled	Rice	under	the	Agriculture	
Marketing	Act	 of	 1946.	GIPSA	 stated	 that,	 since	 the	 standards	
were	last	revised,	numerous	changes	have	occurred	in	the	breeding	
and	production	practices	of	rice;	the	technology	used	to	harvest,	
process,	 and	 test	 rice;	 and	 also	 rice	marketing.	To	 ensure	 that	
standards	and	official	grading	practices	remain	relevant,	GIPSA	
invites	interested	parties	to	comment	on	whether	the	current	rice	
standards	and	grading	procedures	need	to	be	changed.	75 Fed. Reg. 
56911 (Sept. 17, 2010).
 FEDERAL ESTATE
AND GIFT TAXATION













the value of the claim at the settlement amount. Marshall Naify 
Revocable Trust v. United States, 2010-2 U.S. Tax Cas. (CCH) 
¶ 60,603 (N.D. Calif. 2010).
 GIFTS.	The	 taxpayers,	 husband	and	wife,	 transferred	partial	
interests	 in	an	LLC	to	their	children.	The	LLC’s	principal	asset	
was	 a	 parcel	 of	 partially	 developed	 land.	The	LLC	operating	
agreement	 	 provided	 for	distributions	of	 capital	 but	only	under	














right, or restriction.   The court cited Holman v. Comm’r, 601 
F.3d 763 (8th Cir. 2010),	that	“maintenance	of	family	ownership	
and	control	of	a	business	may	be	a	bona	fide	business	purpose.”	
However,	the	Holman court held that the restriction at issue must 
foster active involvement in the business. The court in this case, 




of	I.R.C.	§	2703.	Fisher v. United States, 2010-2 U.S. Tax Cas. 
(CCH) ¶ 60,601 (S.D. Ind. 2010).
 LATE-FILING PENALTy.	 The	 decedent’s	 estate’s	
representative	filed	for	an	extension	of	time	to	file	the	estate	tax	
return,	which	was	granted,	 and	 some	of	 the	 estimate	 tax	was	








existed	 but	 cited	 the	U.S.	 Supreme	Court	which	 explained,	
“the	taxpayer	bears	the	heavy	burden	of	proving	both	(1)	that	
the	failure	did	not	result	from	‘willful	neglect,’	and	(2)	that	the	
failure	was	‘due	to	reasonable	care.’	United States v. Boyle, 469 
U.S. 241, 245 (1985)	 (quoting	 26	U.S.C.	 §	 6651(a)(1)).	The	
court	held	that	the	representative’s	excuse	that	the	estate	property	
was	difficult	 to	value	was	not	sufficient	because	an	estate	 tax	
return could contain estimates of value. The court noted that the 
representative	 had	made	 estimated	 tax	 payments	which	were	
very	close	to	the	ultimate	tax	liability,	except	for	the	penalties	
and	interest;	thus,	a	return	could	have	been	filed	based	on	the	
estimated	 tax	payments	 and	 either	 amended	or	 supplemented	
later	when	complete	information	was	known.	The	court	upheld	
the	 late-filing	penalty.	 	Estate of Cederloff v. United States, 
2010-2 U.S. Tax Cas. (CCH) ¶ 60,604 (D. Md. 2010).
 MARITAL DEDUCTION.	The	decedent’s	will	left	the	estate	
to the executrix of the estate and the estate tax return claimed a 
marital	deduction	for	the	amount	passing	to	the	executrix.	The	
decedent	and	executrix	had	lived	together	for	over	20	years	but	







consistently	using	the	single	status.	Beat v. United States, 2010-2 
U.S. Tax Cas. (CCH) ¶ 60,602 (D. kan. 2010).




needed in order to reduce the estate tax to zero. The surviving 
spouse	later	died	and	the	surviving	spouse’s	estate	sought	a	ruling	
that	the	QTIP	election	by	the	decedent’s	estate	be	declared	null	
and void, under Rev. Proc. 2001-38, 2001-2 CB 124, and not 
included	in	the	surviving	spouse’s	estate.	The	IRS	ruled	that	the	
QTIP	election	was	null	and	void.	Ltr. Rul. 201036013, June 2, 
2010.
 FEDERAL INCOME 
TAXATION
 AUTOMOBILE EXPENSES.	The	 taxpayers	were	parents	
of	 children	who	were	 eligible	 for	 public	 transportation	 by	 a	
city	education	department.	As	a	method	of	reducing	costs,	the	
department	 decided	 to	 change	 from	providing	 transportation	
for	these	students	to	reimbursing	the	taxpayers	for	transporting	
their	 own	 children.	 	The	 taxpayers	were	 required	 to	 submit	
weekly	 statements	 of	 only	 actual	 transportation	 costs	 and	 to	




the	 education	department	 paying	 the	 reimbursement	 amounts	
did	not	need	to	issue	information	returns	to	the	taxpayers	unless	
the	 department	 knows	 that	 the	 payments	 exceed	 the	 actual	
transportation	costs	by	more	than	$600.		Ltr. Rul. 201035004, 
May 26, 2010.
 CONSERVATION EASEMENTS.	The	taxpayers,	husband	
and	wife,	 granted	 a	 deed	 of	 conservation	 easement	 for	 real	
property	 to	 a	 charitable	 organization.	The	 taxpayers	 hired	 an	
appraiser	who	 provided	 an	 appraisal	 report.	The	 taxpayers	





value of the easement contribution on the contribution date.  The 
court	 rejected	 the	 taxpayers’	 argument	 that	 the	 appraisal	was	
sufficient	because	it	substantially	complied	with	the	requirements	
of	 a	 qualified	 appraisal.	The	 court	 held	 that	 the	 doctrine	 of	
substantial	compliance	was	not	applicable	because	the	appraisal	
omitted	significant	information.	Lord v. Comm’r, T.C. Memo. 
2010-196.







income. Ltr. Rul. 201036012, June 11, 2010.
 CORPORATIONS. 
	 RETURNS.	The	 IRS	has	 issued	proposed	amendments	 to	 the	
regulations	under	I.R.C.	§	6012	relating	to	the	returns	of	income	
corporations	are	required	to	file.	The	proposed	regulations	require	
certain	 corporations	 to	 file	 a	 report	 of	 uncertain	 tax	 positions,	





of	the	IRS’s	proposal	in	Ann. 2010-30, 2010-2 C.B. 668. The draft 
schedule	and	 instructions	provide	 that,	beginning	with	 the	2010	
tax	 year,	 certain	 corporations	with	 both	 uncertain	 tax	 positions	
and	assets	equal	to	or	exceeding	$10	million	will	be	required	to	
file	Schedule	UTP	if	they	or	a	related	party	issued	audited	financial	
statements. The draft schedule and instructions stated that, for 2010 








tax	years.	75 Fed. Reg. 54802 (Sept. 9, 2010).
 DEDUCTIONS.	The	taxpayer	was	a	professor	of	mathematics	
who	 developed	 encryption	 algorithms	 for	 computer	 software	
and	hardware.	Although	 the	 taxpayer	made	 the	products	known	





was	unable	 to	produce	 records	which	substantiated	 the	business	
purpose	 of	 the	 expenses,	 as	 distinguished	 from	 the	 expenses	
incurred	as	part	of	the	taxpayer’s	academic	activities.	Therefore,	
the	court	upheld	the	IRS	disallowance	of	the	deductions	for	lack	of	
substantiation. Shpilrain v. Comm’r, T.C. Summary Op. 2010-
133.
 ELECTRICITy PRODUCTION CREDIT. The IRS has 
published	 a	 notice	 providing	 interim	 guidance	 pending	 the	
issuance	of	regulations	relating	to	the	tax	credit	under	I.R.C.	§	45	
for	refined	coal.		The	Notice	supersedes,	restates	and	modifies	the	














taxpayer	 provided	 no	written	 substantiation	 records	 for	 the	
amount	or	purpose	of	the	expenses	and	the	court	held	that	the	








Holland v. Comm’r, T.C. Summary Op. 2010-132.


























employ	moderate-	and	 lower-income	workers.	 	For	 tax	years	
2010	to	2013,	the	maximum	credit	is	35	percent	of	premiums	
paid	by	 eligible	 small	 business	 employers	 and	25	percent	 of	




















AFR	 	 0.41	 0.41	 0.41	 0.41
110	percent	AFR	 0.45	 0.45	 0.45	 0.45
120	percent	AFR	 0.49	 0.49	 0.49	 0.49
Mid-term
AFR	 	 1.73	 1.72	 1.72	 1.71
110	percent	AFR		 1.90	 1.89	 1.89	 1.88
120	percent	AFR	 2.07	 2.06	 2.05	 2.05
Long-term
AFR	 3.32	 3.29	 3.28	 3.27
110	percent	AFR		 3.65	 3.62	 3.60	 3.59
120	percent	AFR		 3.99	 3.95	 3.93	 3.92
Rev. Rul. 2010-24, I.R.B. 2010-40.








case	because	 the	 rulings	were	not	 issued	 to	 the	 taxpayer	 and	
were	not	to	be	used	to	establish	IRS	administrative	practices	or	
as evidence of an abuse of discretion. AmerGen Energy Co., 
LLC v. United States, 2010-2 U.S. Tax Cas. ¶ 50,600 (Fed. 
Cls. 2010).
 LOSSES. Section	 1409	of	 the	Health	Care	 and	Education	
Reconciliation	Act	of	2010	(Act),	Pub.	L.	No.	111-152,	added	




federal	 income	 tax	effects)	 the	 taxpayer’s	economic	position,	
and	(2)	the	taxpayer	has	a	substantial	purpose	(apart	from	federal	




transaction does not have economic substance or lacks a business 
purpose.	 I.R.C.	 §	 7701(o)(5)(C)	 states	 that	 the	 determination	
of	whether	 the	 economic	 substance	 doctrine	 is	 relevant	 to	 a	
transaction	 shall	 be	made	 in	 the	 same	manner	 as	 if	 I.R.C.	 §	
7701(o)	had	never	been	enacted.	With	 respect	 to	 individuals,	





an	addendum	to	 the	divorce	judgment,	 the	 taxpayer	paid	all	of	









v. Comm’r, T.C. Summary Op. 2010-135.
IN THE NEwS
 LIVESTOCk PRICE REPORTING.	Brownfield	Ag	News	
Online	has	reported	that	the	U.S.	House	of	Representatives	has	
approved	The	Mandatory	Price	Reporting	Act	of	2010	(S	3656)	
and	The	Veterinary	Services	 Investment	Act	 (H.R.	 3519).	The	
Mandatory	 Price	Reporting	Act	will	 reauthorize	mandatory	
price	reporting	programs	run	by	USDA	for	five	years.	It	requires	










shortage of large animal veterinarians. These veterinarians are 























provides	 that	 a	 transaction’s	 potential	 for	 profit	 shall	 be	 taken	
into	account	in	determining	whether	the	requirements	of	I.R.C.	
§	7701(o)(1)	are	met	only	if	the	present	value	of	the	reasonably	
expected	pre-tax	profit	 is	 substantial	 in	 relation	 to	 the	 present	
value	of	the	claimed	net	tax	benefits.	The	Act	also	added	I.R.C.	
§	6662(b)(6),	which	provides	that	 the	accuracy-related	penalty	
imposed	under	 I.R.C.	 §	 6662(a)	 applies	 to	 any	underpayment	
attributable	to	any	disallowance	of	a	claimed	tax	benefit	because	
of	a	transaction	lacking	economic	substance	(within	the	meaning	
of	I.R.C.	§	7701(o))	or	 failing	 to	meet	any	similar	rule	of	 law	
(collectively	 a	 I.R.C.	 §	 6662(b)(6)	 transaction).	The	Act	 also	




















the	 limit	 for	 the	$25,000	exception	of	 I.R.C.	§	469(i).	 	Hill v. 
Comm’r, T.C. Memo. 2010-200.
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developments.		The	book	contains	more	than	900	pages	plus	an	index.	The	Manual is also available on CD-ROM.
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volume treatise, Agricultural Law (Matthew	Bender), the	two	volume Farm Income Tax Manual (Matthew	Bender), and numerous 
articles	on	agricultural	law	and	economics.	Dr.	Harl	is	also	co-author	of	the	one	volume	textbook	Principles of Agricultural Law 
(Agricultural	Law	Press)
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